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Declaration of David D. Kinley

1. I, David D. Kinley, am the president of Sun West cable, Inc., the

general partner of Pacific Sun cable partners, L.P. ("Company"). I

have been active in the cable television industry since 1973. I

served as Chief of the cable Television Bureau of the Federal

communications Commission ("commission") from 1973-1976. I

subsequently served as an officer of three cable television companies

from 1976-1985. I have been president of Sun. country cable, Inc. and

its affiliate Sun west Cable, Inc. since 1986 and 1988 respectively.

2. The Company owns and operates a cable television system located in

the Town of Los Altos Hills in Santa Clara county, California

("System"). As of May 1, 1993, the System provides cable service to

approximately 1,020 subscribers, and has 35 channels of basic service,

15 of which are satellite signals.

3. As the company's president, I am responsible for the overall

financial operations of company, including its ability to service

existinq debt and attract the capital required to continue current

levels of cable service to subscribers. I also am familiar with the

provisions of company's franchise agreements with local authorities and

credit aqreements with lenders.
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4. At my direction, Company has analyzed how the Commission's proposed

"benchmark" rates will affect its ability to continue to provide

current levels of cable service to subscribers as required under its

franchise agreement. In particular, Company has calculated the rates

it is permitted to charge its cable customers under the benchmark

standards. We have also projected the anticipated amount of revenues

that would be qenerated under the benchmark rates, assuminq no chanqe

in the number of customers or selection of services.

5. At the present time--even without any rate reductions under the

Commission's proposed requlations--company is not earning a net profit

on its cable. service operations in the system.

6. Company's current rates in the System exceed the benchmark rate

prescribed by the Commission. Our estimate i~ that, under the

benchmark approach, Company would be required to reduce its current

rates in the System by about 26.4%, resulting in an annual revenue loss

of approximately $97,320 or approximately 20.6%. The revenues we

calculate we would receive under the benchmark rates are insufficient

to meet our current expenses for the System, inclUding principal and

interest payments.

7. Such a rate reduction would have an immediate, adverse and

irreparable impact on the company's ability to continue its current

-2-



level of service to subscribers of the system. In particular, the

projected cash flow reduction would make it impossible for the System

to service its pro rata share of existing debt. If a similar reduction

in cash flow were to result from application of the benchmarks in the

other systems of the Company, this would cause both a technical default

with covenant compliance in existing loan provisions regarding ratios

of debt to cash flow, as well as a paYment default on scheduled

repaYments of principal.

8. Upon the occurrence of the defaults described above, the Company's

lender has the right to foreclose on all the assets of the System.

9. Adoption of benchmark rates also would impair the company's ability

to perform its franchise requirements • Specifically, the Company is

required by its franchise agreement to extend service to low density ­

underground neiqhborhoods under a cost-sharing formula which requires ..

the company to pay a portion of the extra cost associated with service

extensions in low density areas in which all utilities must be placed

under ground. With the projected reduction in cash flow, the System

would qenerate insufficient funds to finance its share of the

construction cost under the formula. '!'his would risk a default by the

COmpany under its franchise agreement. '!'he possible consequences of

such a default would be revocation or non-renewal of the Company's

franchise.
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10. Because the Commission has not yet released any regulations for

"cost of service" determinations, Company cannot determine what costs

may be recovered or what rate of return it can expect to obtain. For

that reason, we are reluctant to "elect" that option, which might prove

·to be worse than the benchmark rates.

11. Mqreover, without information on the expected rate of return under

any· cost of service approach, Company will be unable to provide

asurance to lenders and other sources of capital that it will continue

to have the cash flow required to service its current financial

obligations.

12. I am also Chairman of the Small cable Business Association

("Association"). The Association has approximately 135 members. The

purpose of the Association is to educate federal requlators and

policymakers about the problems faced by small cable systems in

attempting to comply with the cable Act of 1992 and the Commission's

rules adopted pursuant to that Act. In that capacity, I have had

conversations with numerous operators of small cable systems throughout

the country. From those conversations, and based on my general

experience in the cable television industry over the past 20 years, I

have conclud~d that the situation described above with respect to the

System owned by the Company is not unusual, and that many operators of
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small systems face problems which are identical or very similar to

those now faced by the company.

I declare under penalty of perjury that the foregoing is true and

correct.

Dated /7~~_~ day of June, 1993, in Pleasanton, California.

David D. Kinley
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DECLARATION OF D. JACK STOCK

1. I, D. Jack Stock, am the Senior Vice President and Chief

Financial Officer of Boulder Ridge Cable TV, a California Corpora­

tion ("Boulder"). Boulder owns and operates a cable television

system in Placer County, California ("system"). As of May 31,

1993, the system provided cable service to approximately 12,000

subscribers in the unincorporated areas of Placer County and the

cities of Lincoln and Rocklin and the town of Loomis, all within

Placer County. The system provides a total of 32 channels of basic

service, including 23 delivered by satellite signals.

2. As Boulder's Chief Financial Officer, I am responsible

for the overall financial operations of the company, includinq its

ability to service existinq debt and attract the capital required

to continue current levels of cable service to subscribers. I also

am familiar with the provisions of Boulder's franchise aqreements

with local authorities and credit aqreements with its lender.

3. At my direction, Boulder has analyzed how the Com­

mission's proposed "benchmark" rates will affect its ability to

continue to provide current levels of cable service to subscribers

as required under its franchise agreements. In particular, Boulder

has calculated the rates it i:s permitted to charqe its cable

customers under the benchmark standards. We have also projected
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the anticipated amount of revenues that would be generated from the

benchmark rates, assuming no change in the number of subscribers or

selection of services.

4. As of April 30, 1993, the date of Boulder's last

financial statements, --even without any rate reductions under the

Commission's proposed regulations-- Boulder is not earning a net

profit on its cable service operations. The System serving Placer

County, california, in fact, has never earned a net profit since

its original construction, which was begun by BOUlder in 1981.

cumulative losses for this system through December 31, 1992, the

closing date of Boulder's last fiscal year, are in excess of $1.6

million.

5. The System's current rates exceed the benchmark rate

prescribed by the coDlDlission. Our preliminary assessment is that,

under the benchmark approach, Boulder would be required to reduce

the System's current rates by an average of 9.8t, resulting in an

annual loss of revenue of approximately $336,000, or $28.00 for

each System subscriber. The revenues we calculate we would receive

under the benchmark rates are insufficient to cover our current

costs of doing business. As stated earlier, the System is unable

to generate a net profit, even at the present rates.

6. Such a rate reduction would have an immediate, adverse

and irreparable impact on the System's ability to continue its
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current level of service to subscribers. In particular, the

projected cash flow reduction would make it impossible for Boulder

to service its existing debt as it is now structured. CUrrent

projections indicate an operating cash balance at December 31, 1994

of approximately $98,000, after 1994 debt service of approximately

$1,215,000. Xf revenues were to decrease to the benchmark level,

Boulder would be unable to service this debt, and would be in

default under its credit agreement. Xn addition, the cash flow

reduction would prevent the company from going forward with its

planned capital expansion project to increase channel capacity,

extend the physical plant into new areas and to upgrade certain

areas of the existing facilities.

7. By adopting the benchmark rates, Boulder' s ability to

comply with its franchise obligations would be severely impaired.

Agreements with local franchise authorities require us to extend

service into new areas, for which the company has projected

additional cash requirements in excess of $1 million over the next

18 months. Under the benchmark rates, Boulder' s cash flow would be

insUfficient to enable us to make all of these plant extensions,

thus putting Boulder in the untenable position of being in probable

default under certain of our franchise agreements.

8. The Commission has indicated that if a system is charging

in excess of the benchmark rates on the initial date of regulation

and elects not to "roll back" to such benchmark rates, it may elect
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a charge pursuant to a "cost of service" proceeding. Because the

Commission has not yet released any regulations for cost of service

determinations, .Boulder cannot determine what costs may be

recovered or what rate of return it can expect to obtain. For that

reason, we find it impossible to "elect" such an undeterminable

option, as it might prove to be more of a detriment to Boulder than

the benchmark rates.

9. Also, with the uncertainty associated with the costs of

probable "retransmission consent" fees, we find it impossible at

this time to go forward with our own cost of service determina­

tions.

10. Moreover, without information on the expected rate of

return under AnY cost of service approach, Boulder will be unable

to provide assurance to its lender that it will continue to have

the cash flow required to service its current financial obliga­

tions.

11. Finally, the delays and uncertainties associated with

determining "cost of service" would severely impact Boulder' s

ability to obtain additional financing, or alternative sources of

funding for future expansion of services and facilities as required

by its franchise agreements.

12. Any "cost of service" showing also will entail substan-
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tial time and expense both It in house" and in retaining outside

accounting expertise. Such additional expense may not be recover-

able under any regulations the Commission ultimately might adopt.

I declare under penalty of perjury that to the best of my

knowledge the foregoing is true and correct.

Dated this sixteenth day of June, 1993, in Half Moon Bay,

California.

~=:::::_--

}
STAle OF CAUFORNIA }$S.
COUNTY OF -::*,~.c;;;;:::::=!.....:H;:;L:;;;A:...TE;=UiO:.J;O.l- }

On t It~/9$ before me, ---oiL~¥U::l'tl'l.l.N~e.S::X.2 ~tBs:.....-,;CS~~,u·LI.~~~oa:..-· _

personally appeared__::p,~.Joc.....c-p.~4r':IJ~r",,---=$~iC.J72J~C...<o:.c:k:,,-- _

____________________personaIIy known to me (or proved

10 me on hi basis of Idsfactory evidence) to be the per$OObit whose name(4) lsi_subscribed to the within

InIItrurnaMd.acnowledgecl to me that~ executed the same In 1\I:s,lIII«,..~ capacltyfi8e),.

wid thIIl by~signaIur.~~ the instNment the~ or the entity~ behalf of which the

pecwonM Ided. exeaIted the Instrument.
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Declaration of Stanley M. Searle

I, Stanley M. Searle, am the President of Pioneer Cable,

Inc., which owns and operates a cable television system located

in Huerfano County, Colorado. Our company, doing business as

Cuchara Valley Cable, presently serves 151 subscribers,

providing eight basic channels, of which only one is received

off-air; the other seven being satellite channels.

2. I am responsible for the overall operations of Cuchara

Valley Cable, including financial, technical and customer

service aspects. I am also familiar with the terms of the

contract under which we promised to provide cable service to

residents of the Cuchara Ski Area, which comprises part of our

service area.

3. We have analyzed how the commission's proposed

-benchmark" rates will affect our ability to continue to provide

cable service to residents in and around the village of Cuchara,

Colorado. We have calculated specifically the rates we are

permitted to charge our cable customers under the benchmark

standards. And we have projected the operating losses that

would be generated using the benchmark rates, assuming no change

in the number of customers and assuming (absent any assurances

from the broadcast stations) that we will not be forced to pay

retransmission fees.
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4. At the present time, Cuchara Valley Cable is not

earning a net profit on its cable service operations. In fact,

at the present time, Cuchara Valley Cable is losing $1.26 per

month per household served: The basic rate (in effect since May

1992) charged each System subscriber is $22.00; costs are

$23.26, which include depreciation of $3.03 and pro rata

overhead of $3.28. The calculated costs are relatively

conservative (inasmuch as the depreciation is not a true

replacement cost).

5. Cuchara Valley Cable's current rates exceed the

benchmark rate of $16.32 prescribed by the Commission. To

comply with the benchmark approach, we would have to reduce our

current rate by 26%, resulting in an annual loss of revenue of

approximately $10,700. Projected revenues using the benchmark

rates, even if network stations do not demand retransmission

payments, indicate years of OPerating losses. Furthermore, the

projected cash~ (net of depreciation, interest and any

return on investment) is insufficient to maintain operations,

including plant and equipment repairs and replacement, based on

benchmark rates.

6. Such a rate reduction would have an immediate, adverse

and irreparable impact on Cuchara Valley cable's ability to

continue in business. The rate reduction would make it

impossible for Cuchara Valley Cable to service that portion of
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Pioneer Cable's existing debt attributable to it from projected

cash flow after rate reduction. Moreover, line extensions to

serve additional customers would, obviously, be impossible to

pay for out of generated funds.

7. If the Commission's benchmark rates are adopted by

Cuchara Valley Cable, it will not be possible to continue

providing even the modest eight-channel service now delivered to

this isolated and sparsely populated community.

8. No off-air television signals can be received by any of

the families served by Cuchara Valley Cable. Only a very few

residents have satellite dishes (the only alternative to cable) •

9. Since the Commission has not yet released any

regulations for calculating "cost of service" we cannot predict

what rate of return can be used, or how various tangible and

intangible costs could be treated. We have the additional

uncertainty of what the retransmission consent charges might be,

or how many subscribers we will lose if we must drop three of

our eight channels because of possible demands by the network

stations. Moreover, the cost of service option may not be a

viable option inasmuch as the Commission has not decided whether

debt service will be a recoverable cost. Therefore, we are at

this time afforded no reasonable alternative to the benchmark



4

rates which, if adopted, will eliminate (or, at best, greatly

diminish) cable service to the residents of Cuchara, Colorado.

10. Operators of small systems, such as Cuchara Valley

Cable, risk loss of credibility, and loss of subscribers, if

rates must be arbitrarily reduced to less than the operating

break-even. Even if new rules or interpretations subsequently

allow raising rates to a profitable level, the disruption and

confusion will be a disservice to the cable customer and could

permanently damage our reputation in the community.

I declare under penalty or perjury that the foregoing is

true and correct.

Dated~day of June, 1993, in Monument, Colorado.



Declaration of Gilbert R. Clark Jr.

I, Gilbert R. Clark Jr., am the Managing Partner of Multi­

Cablevision Co. of Livingston/Washtenaw (Multi-Cablevisioni.

Multi-Cablevision Co. owns and operates a cable television system

located in and around Livingston and Washtenaw Counties in

Michigan. As of May 30,1992, Multi-Cablevision Co. provides

cable service to approximately 12,000 subscribers an~ has 44

channels and 28 satellite signals. This system has been

constructed since 1984 and has a denisty of less than 35 homes

per mile.

As Multi-cablevision's General Partner, I am responsible for the

overall financial operations of the company, including it's

ability to service existing debt and attract the capital required

to continue current levels of cable service to subscribers. I

also am familiar with the provisions of Multi-Cablevision's

franchise agreements with local authorities and credit agreements

with lenders.

At my direction, Multi-Cablevision has analyzed how the

Commission's proposed -benchmark- rates will affect it's ability

to continue to provide current levels of cable service to

subscribers as required under it's franchise agreement. In

particular, Multi-Cablevision has calculated the rates it is

permitted to charge it's cable customers under the benchmark

standards.

We have also projected the anticipated amount of revenues that
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would be generated from the benchmark rates,

in the number of customers or selection of

assuming no change

services. At the

present, even without any rate reductions under the Commission's

proposed regulations, Multi-Cablevision is not earning a net

profit on it's cable service operations.

Multi-Cablevision's current rates exceed the benchmark rate

prescribed by the Commission. Under the benchmark approach,

Multi-Cablevision would be required to reduce it's current rates

by an average of 15%, resulting in an annual loss of revenue of

approximately $600,000.00. The revenues we calculate we would

receive under the benchmark rates are insufficient to meet our

current expenses. In addition, the change in our Basic Rate

would result in an increased copyright liability of $80,000.00

per year. Further, our must carry stations from Detroit have

notified us that they are electing retransmission consent and

will seek some as yet undetermined cost to us for carriage of

their signals.

Such a rate reduction would have an immediate, adverse and

irreparable impact on the Company's ability to continue our

current level of service to subscribers. In particular, the

projected cash flow reduction would make it very difficult for

Multi-Cablevision to service it's existing debt.

In addition, the cash flow reduction would prevent the company

from obtaining further working capital loans necessary to

continue or to expand it's cable service to subscribers and will
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place us in default of the cash flow covenants of our loan

agreement. Our lender would then have the right to call o~r

loan, forcing us to sell the system or file bankruptcy.

Because the Commission has not yet released any regulations for

·cost of service" determinations, Multi-Cablevision cannot

determine what costs may be recovered or what rate of return it

can expect to obtain.

·elect· that option,

the benchmark rates.

For that reason, we are reluctant to

which might prove to be worse than

Moreover, without information on the

expected rate of return under any cost of service approach,

Multi-Cablevision will be unable to provide assurance to lenders

and other sources of capital that it will continue to have the

cash flow required to service it's current financial obligations.

Finally, the delays and uncertainties associated with determining

·cost of service· would severly impact Multi-Cablevision's

ability to obtain additional financing for future expansion of

services and facilities, as required by it's franchise

agreements. Any ·cost of service· showing also will entail

substantial time and expense which may not be recoverable under

any regulations the Commission ultimately might adopt. I declare

under penalty of perjury that the foregoing is true and correct.

Dated this 16 day of June, 1993,
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in Whitmore Lake, Hic igan.
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Gilbert R. Clark~

Managing Partner



DECLARATION OF RALPH ;r. HORROW( .JR.

~. I, Ra1.ph <1". Morroll, :Jr., am. tho o'Om02:' of Cc.ta,11na cable
'IN Company CfC Cdtal1na cable"). C4te.11na. cable TV Compa.ny OWl1Q: an4.
operates a cabl_ telQvl.1on oYGta~ lo~~ed in the City o~ Avalon,
Loti Angeles CQunty, calitornia. As of. Junt" 1., 1PP:J, ce:t:.alina. C~14
provides cable to approximai:ely 1,100 aub.or1bars and. has 47
channe.ls (inclUding pay channols) and 38 satellite ~i9l1a.1a. w.
employ CUt aftice mcmaqer, installQr and a part-1:!mo bookke.per.
My ouri.. :I'"-n-::J- ~Z'o. 0""'-:- op6~Q.i;Q. cu&d WJ.~r e;,ng1ntler QOwn 'to
janitor.

2.. All c:.i:.al1na cable' II owner, 1: am r ••ponaibl. tor tho. ovor-
~ll tinancial operatSOIUI ot i:he eo=pany, lftolu4in~ it. Ability to
£crvlc& exis1:lng' debt an4 attract the cap!tal reqUired ~o ccn1:inua
currant l.Qvela of cabl. .ervi~ ~ lSubscr1ber5 •

•J.. o. At: the pre_en,.. 1;1m&, even WlthOU1: any rAte. -r.c!uetioftC
under tha C01IDIIi••lon' II proposed regula1:1ons, CAtali.na Cable 111 not
ee.rning' tl net. profit em its cable c~ic. opca,t;!on.. rn ita tax
return ot lSJSJ1, ca.tal1na cable-. bet prorit was 1:hi~ty....19h~
dollars 'for the ye~..

" • ea.t:41in. ~10·. cw=rem; rtl1:eS exceed. t:ha ~"nhlllllll~'" .....~.
1'L.1I5~1~Q IJY ,;:.ne ccmm1.s1on. Thtl red.uction 1J:t r6VOl\UeCF oa.u.6d ))y
adopt:1cn o:f benchmark rates wou14 have an immed1at., adver.. and
irreparable iDpact on CauUna. caJ:tlc'e ability to continue 1n J:)UQi­
nee.. :rn ad41tiou, catal1ft8 cable alrea4y has received
ret:rancm1Jzalon rat.e daman4a from ABC, NBC, CBS, 1CTLA and. trJ1'l1'V.
Payment or 1:110118 rei%aa..11181on tees w111 further reduce our
reV&QUA. Ths projeote.d cae ~low reduc1:ion wou14 make it very
d1tf1cul1: for catalina. Cc!hle to eervice ita exiating dobi: an4 vould
probAbly prevent it fro. obt:aihini turther tinancinq necessary t.o
expand and upqrade cable service to eubsQr!bcr:;; ..

s. X hay. baen .~~1nito obtain ret1nanc1nq ror catalina
~le·a axiat1nq 4ebt, 418 veIl ae to obtain new flnanc1nq needed
to UD4~4 two project. as requ1rcad by my franchi.e agroC1Qent
v11:h LOS Angalet5 county. X ho.va appll~ tor f1nancinq at fiva
baDk8, aDd. tour o~ t:bo•• len4UC have rdused. to reiinancQ or
extend nov l.oUlli ~.ec1 on 'tha uncertainty'· at vbet:hor C41:el1na
C8J)1.'. rut:ure revenue. un4er the CODWllesion·. requ18t1ollSl will be
eutfloieut; to 8ervice 1:1\6 debt. !'he fift:h bank--ay ~18tin'1 bank­
-re~w94 co.t:al1na Cable' Ii current loan but: would. only .xt4Dd the
t8rJl tor on" mare "e&2: (a:o.t:her t:hcm the rive year tArm prev!ouCily
cp:.ni:od) •

Ci. Adoption ot benchmark rat.. alao would 1mPair cab-line.
Cahlc l • aGility 1;0 gOllP~ w1~ 11:. tra.nolt1cc obligation.. For ~wo
years befOl:'$ t.l2.. Com\ld Clolon 1saued. its regula.tions, I vorked to
oblain ma franchisa tor all of catalina Island, VIlich 1. undor
the COAtrol of Loa Anqel•• eoW'1tr.. !'he fnnohi•• J:equ1res catal1M.
Ca.ble i:o expllDd cabl" .ez:viQe to outly1n9' &1'8a8, ~ch are s{)tlr.ely

eool2!l



popula.ted. It the. required. expanlllcm 10 not unct.rta.ken, we risk
d~ault undar our francbi&6 a.qreUl.ent and rcavoeation ot: the
frcmchise. I recently in~orzned the Lo~ Angeles county staff 'tha~
r 1I\ay be un4bl. to oomply v1th thA exp.ne1on requir61llents or t:he
trAndhise becauQc~ with the projected ratQ rcduetiono under the
co.miGsion'. benchmark ra~••, CatAlina CAble will not haVQ
surt'1alent: cash flow to tinance 1:ha requirCld. capiul hzprOV81l1ent:8.

I. Socau.. the ~is51on has not y~t r.leaca4 any requla­
'tiolUl ~or "cost of ServiC~1f 4.tormil1a1:!ons, CAtalina cable oannot
datarftlinQ vbato. oost. may be recovend or what rate of ret;urn lt can
~ 'to obta1n. Any "'coat. of .ervioa" &bowing a1eo will entail
subAt.ant:ia.l tUte and a;panS8 Vh1.ch :may not" J:'ccoverAble under a.ny
re;ulations: the co=d.••ton u1t1ma~y .1Oht adopt. For t:ha~e
reason., we cannot:. IfAlect" that option, which Jdght. prove to be
vorse than t.h. benobmar~ rates.

% 4.o1.are under penalty of perjury that the ~oragoing' io U'ue
aM eorreot.

Dated /2 da.y of .JuLy.. 1"3, in Avalon, cal!

." •• .., "w•••••
.'
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Declaration of W. Robert Felder

1. I, W. Robert Felder, am the President of Grassroots Cable

systems, Inc. ("Grassroots"). Grassroots owns and operates twenty-

one cable television systems located in thirty-four rural

communities throughout Maine and New Hampshire.

2. The typical Grassroots system has twenty-nine active

channels, with eight basic, seventeen tier and four premium

channels. Many of the communities served by Grassroots have

limited access (i.e., 1-3 channels) to television reception. Many

of Grassroots' service areas are contiguous to larger towns served

by other cable companies, which have not extended service into the

rural areas because it was not economically feasible for them to

do so. As of May 31, 1993, Grassroots provides cable service to

approximately 6,289 effective subscribers.

3. As Grassroots' President, I am responsible for overall

company operations, including its ability to service existing debt

and attract the capital necessary to continue and expand service.

I also am familiar with the provisions of Grassroots' franchise

agreem.ents with local authorities and credit agreements with

lenders.

4. At m.y direction, Grassroots has analyzed how the Federal

Communication Commission's ("Commission") proposed "benchmark"

rates will affect its ability to continue to provide current levels

of cable service to subscribers as required under its franchise

agreement. In particular, Grassroots has calculated the rates it

is permitted to charge its cable customers under the benchmark
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standards. We have also projected the anticipated amount of

revenues that would be generated from the benchmark rates, assuming

no change in the number of customers or selection of services.

5. Grassroots was conceived exclusively to serve rural

markets that are unserved by other cable operators. Phase I

included a $12.5 capital investment to serve the thirty-four rural

communities presently served. Phase II was to require a $4 to $5

million investment to expand rural service in Maine and New

Hampshire. Phase III was to offer cable service to rural

communities in Vermont, and was projected to cost $16 million. The

implementation of Phases II and III is unlikely to occur if the

Order goes into effect in its present form, because of difficulties

in attracting capital investment or other financing (as more par­

ticularly described below).

6. At the present time, even without any rate reductions

under the commission' s proposed regulations, Grassroots is not

earning a net profit on its cable service operations.

7. The current rates of Grassroots I systems exceed those

permissible under the benchmark rate structure prescribed by the

Commission. According to our present calculations, if the

benchmark method were implemented (and assuming no changes in

customers or selection of services), Grassroots I Maine systems

would be required to reduce their rates by an average of 16.5\,

ranging from a low of a 13.1\ rate reduction to a high of a 28.5\

rate reduction. Similarly, if the benchmark method were

implemented we calculate that Grassroots' New Hampshire systems
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would be required to reduce their rates by an average of 9%,

ranging from a low of a 3.8% rate reduction to a high of a 17.4%

rate reduction. The projected annual revenue loss for Grassroots

as a whole with those rate reductions is $272,052.00, which is

14.7% of our existing revenue base.

8. Such a rate reduction would have an immediate, adverse

and irreparable impact on Grassroots' operations. The projected

revenues we would receive under the benchmark rates are

insufficient to meet Grassroots' expenses, including debt service.

As a result, if forced to adopt benchmark rates, Grassroots would

be required to seek the protection of bankruptcy court in order to

avoid foreclosure on its assets and continue in business.

9. In particular, the projected cash flow reduction under

benchmark rates would make it impossible for Grassroots to service

its existing debt. Grassroots was in the process of attempting to

restructure its debt when the Commission's Order issued. The

projected cash flow under benchmark rates would be insufficient to

service Grassroots' debt even under the proposed restructuring

agreements (even assuming those agreements Ultimately are entered).

The projected revenue reduction caused by benchmark rates would

place Grassroots in default of existing loan covenants (as well as

the proposed restructured loan covenants), including covenants on

debt coverage, interest coverage and cash flow multiples.

10. Upon default, Grassroots' senior and subordinated lenders

have the right to call the loan and to foreclose on the loan

security, which consists of virtually all company assets. Default
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on Grassroots' loan would also trigger defaults on cross-

collateralized loans with local lenders on two other businesses,

as well as attachment of personal assets pledged as additional

security for all loans.

11. In addition , neither the benchmark nor the cost of

service method (in its present, undefined form) will permit

Grassroots to attract additional capital investment or financing.

If forced to adopt benchmark rates, Grassroots would have insuffi­

cient cash flow to secure the financing required to implement

Phases II and III of its plans to expand and upgrade service to

rural areas. On the other hand, without information on the expect-

ed rate of return under any cost of service approach, Grassroots

is unable to provide assurance to lenders and other capital sources

that it will have sufficient cash flow to service existing or

proposed additional debt. In fact, since the Commission's Order

issued, Grassroots has been unable even to secure financing for a

new vehicle loan to replace its vehicle service fleet--even though

it has had no credit problems in the past.

12. .Adoption of benchmark rates also would impair Grassroots'

ability to comply with its franchise obligations. Agreements with

local franchise authorities require Grassroots to expand service

as density and/or service bUy rate parameters are reached, as well

as to rebuild physical plant as required in the normal course of

business. As mentioned, if forced to adopt benchmark rates,

Grassroots' projected cash flow would be insufficient to enable it

to obtain the financing required to make those improvements. If
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the r~qui:.-ed in..9rovements are not ~ade I Grassroots I?ay !:)e in
I

default of franchise agreements, and risks the revocation or
I

nonrene~al of our franchises.

13. Because the Commission has not yet re1eased any

requlations for "cost of service" deterlll1nations, Grassroots cannot

det.ermine what costs may be recovered or vhat rate of return it can

exp~ct to obtain. I~ cost of service regulations did not permit

the recovex:y of debt service, Grassroots w0\11d not be able to

continue operations under that approaoh. Thus, at the present tilUe

cost. of service is not a viable option, because the reSUlting rates

miqht result in even qreater losses than those projected under

benehmark rates.

14. An~· "cost of service'· showinq also will entail sub­

stantial time and expense which may not be recoverabJ.e under any

regulations the c~lss1cn Ultimately =ight adopt. One of

Gra.ssroot~t principals has experience with municip3.1 cost of

service. showing's .. Based on t.hat e~perience, we expect that

Grassroots would be required to hire rate expe~t.s and attorneys to

pursue cost of service showinqs for each of 1ts systems, at a

substantial cost.

I deqlare under penalty of perju..vy that the foregoinq is true

ar.d correct.

Dated 3 r:f'LdaY of .lUne, 1993, in Exeter I New Hampshil:'e ..

W~~
W. Robert Felder '



DECLARATION OF VICTOR ~ FALK. III

I, Victor S. Falk, III, do hereby depose and state:

1. I am Vice President, Secretary and General Counsel of Wometco

Cable Corp. ("Wometco"). Wometco provides managerial services to Atlanta Cable

Partners, L.P. and Georgia Cable Partners, both of which entities do business as

Georgia Cable Television & Communications ("GCTV"), and I effectively act as

General Counsel for those two entities as well. Wometco (through subsidiaries) and

GCTVoperate cable television systems serving approximately 405,000 subscribers in

over 50 franchise areas in the metropolitan Atlanta, Georgia area.

2. I am familiar with the cable operations of Wometco and GCTV.

I have been involved in the process of reviewing and analyzing the effect of the Federal

Communications Commission ("FCC") rate regulations on the cable operations of

Wometco and GCTV.

3. The new FCC rate regulations require companies to choose

between the benchmark method of regulation and a cost-of-service method of regulation.

Wometco and GCTV have engaged in the process of calculating the rates that they will

be permitted to charge cable subscribers under the FCC benchmark standards. We have

encountered major difficulties in calculating with any degree of precision the permissible

rate under the FCC's benchmark standards. This stems from the fact that there are still

unresolved questions about the application of various aspects of the benchmark standards

which have not yet been addressed by the FCC and the FCC has not yet acted on

pending petitions requesting it to reconsider and revise in a substantial fashion numerous

aspects of its benchmark standards.


